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among themselvesto sell power to And becauseelectricityis evenmore of Madison GasandElectric in Madison,Wis.
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But with few powerplantscoming Barry Abramson,seniorutility asia-
on line recently,particularlyin Call- lyst with PaineWebber.“Reguiator.s
fornia andthe Northeast,deregula- ‘ and utility officials have to come
tion wasintrOducedin thelate1990’s back frequently and correct prob-
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mandeclmoreelectricity,andpeople
built biggerhomesandbought more
gadgets,sharplynarrowingthe gap
betweenavailablesupplies of elec-
tricity and peak demand.Fuel for
generationhas also bcconie mare



Seeingan Example Trying RateCaps
In Pennsylvania j~ California

So far 24 stateshavetried come Yetthelurchingprogressofdereg In Califorsisa rate freezes hava thelegislatureadoptanoverall plan
form of deregulationbut regulators ulationasthecountryas awhole and preventedmost utilities from pass the central state authority has
and utilities in other regions say thelossof old certaintieslike reliable mg on muchof the higherprice of movedto revampthe transmission
changesas their localelectricity in poweratsteadypriceshaVeignited a power td consumersIn San Diego sector before tackling generation
dustryareinevitable too popular backlash in many areas howevertheratefreezeswerelifted thereverseof whatmostotherstates

Among stateswherederegulation mostvividly in California There the Justasthecity strainedunderaheat havedoneTheMidwestpricespikes
has occurred Pennsylvaniahas statehasdecidedto capratesin San wave That led to the doubling 01 in 1998revealedthatwhileneighbor
emergedso far asthe placewhere Diegoat 1999 levelsfor thenext two customers bills in the span of a ing statesWere willing to provide
thepromisesot competitionandlow yearsOtherCalifornianshaveurged month power therewerenot enoughtrans
er prices are being met most suc a rollbackof deregulationdemand Onepartof anylong termsolution missionlt~esin Wisconsinto bring it
ceasfullyThestatebeganto drawup ing thatpowerplantssold to private cxpertssayis to increasethesupply in AsaresulttheWisconsingovern
a deregulation blueprint 10 191)8 ownersbeplacedundcrgovernment of electricity throughbuilding new meathascompelledthestates four
aroundthesametime Californiadid controlagain powerplantsandtransmissionlines major utilities to surrenderopera
drivenby electric ratesm Pluladel The widespreadshort supply of But few communities wailt power tion of their transmissionlinesto the
phia andother major cities double electricity and the peculiarities of plants or transmissiontowets on MidwestIndependentSystemOpera
the averagein the UnitedStates thecommodityitselfhavegivengent theirturf addingto delays tor which coversseveralstatesto

But Pennsylvaniaoptedfor aplan eration companiesenormouslever So far stateshaverelied on caps makesuie all companieshavqequal
thatcallslot substantialgovernment agein themarketplaceUnlike most on the wholesaleprice of power to accessto powerlines
involvementin themaiket at every other goods electricity cannotbe keepcostsdown In California the Theproblemwith thebig bangin
step Thestateprotectedtheutilities storedto be used when there Is a’ price cap until recently was$750 a anindustrylike oursis thatyou take
against losses horn their older shortageNor is it somethingcon megawattandin Pennsylv~sniait is a largerisk” said Larry Salustro
plants in retqrn utilities had to somerscandowithout whichmeans si 000 But California officials con seniorvice presidentof Wisconsin
agreeto freezeratesuntil 2008 at the companiesthat supply people cede that power plants sometimes Electric Maybein threeyearsthe
1997 levelsto protectconsumers. witii electricity will pay just at~ut get $1,500 a megawatt-hour—~ $750 marketwill be better.But in those

Thestateaggressivelyadvertised anypriceto keepthelights on for beingon standbyand$750 for the tin eeyears peoplewill go through
achoiceof newelectricityproviders Most analystssaythat the exer poweritself difficult personal and financial
More important it set the bench ciseof suchinfluenceis notillegal — Caps if settoo low maydissuade times
markgenerationratesfor tradition nor unexpected— sincecompanies companiesfrom producingelectrici Thetransmissioncompanywill be
al utilities at a fairly high level can beexpectedto try to maximize ty and from building new power responsiblefor building new lines to
whichmadesomeoutsidecompeti their profits But CaliforniaS corn plants If you fix capsat ~250you improvetheimportingof power and
tors prices look favorable in corn pies power buying mechanismhas haveto realizethat if in aneighbor though they own sharesin the con
parisonandwhich spurredconsum createdasituationin whichrelative log statesomeoneis offering$251for cern nosingleutility controlsit Wis
ers to choosenew powerproviders ly smallplayershaveextraordinary I power you will haveaseriousshort consmplansto doubletransmission

Asaresult morethan528000 resi influence age saidRichardPriory chairman capacity in the next four or five
dentialandbutmessusers about10 On Jinx. 14 for examplethetern of DukeEnergyanationwidepower yearsby whichtime thestatewould
percentof tin, total haveswitchedto peraturein San Franciscohit 103 generatIonandtradingcompany bereadyto deregulategeneration
otherprovidersthatsell thempower - degreesandheatrecordswerebro- -. Given thecomplexities,deregula-- “You Won’t havelow pricesunless
atafixed priceoverlong periodsA ken all over the Bay Area The tion with its connotationof alaissez youcreateaneffectivemarketsti uc
recentstudyby theStateof Pennsyl states IndependentSystem Opera faire managementof an industry ture said Lee Cullen counsel for
vania estimated that consumers tor which coordinatestransmission seemsamisnomer Thefocusis now CustomersFirst a Wisconsincon
havesavedabout$284 billion in en of electricity predictedthat during onreorganizingtheelectiicity mdus sumeradvocacygroup Everybody
ergycostsoverthelastthreeyears peakuseonthatweekdayafternoon try ratherthancutting it loose and can supportcompetitionasasupers

As consumerssoughtnew power Californiawould need43 000 mega of usingsophisticatedformsof rcgu or system but were not rushing
providersthosesamecompaniesbe watts But reportsfrom the power lation to foster competitionandoils headlonginto it
ganto build newplants in andnear plantsworkingthatdayshowedonly ciency Building safeguardsahainstthe
Pennsylvaniashoringup electricity 36 000 megawattsavailable As are Whatwe relooking atis reregu volatility deregulationbrings will
reliability in thearea About 19 000 suIt the California I S 0 paid$1 500 lation regulationin adiffeient man clearly takeyearsasmort genera
megawattsof power adding50 per a meirawatt to various plantsthat ner thanwe hadbefore said Doug lion — mostlym smallnaturalgas
centmore capacity areexpectedto were not running some of those las Hale sep~oreconomistwith the fired powerplants— startsup as
comeon line In Pehnsylvaniain the lants had bet on a shortageand Energy InformationAdmlnistratio0 moi epowerlines atebuilt to move
next five years ~ela ed enerationuntil thepriceof in Washington Electricity is not electsicity to whereit is neededmost

Pennsylvaniaalsocobbledtogeth- - - ~1rreachedthe cap one of thosecommoditiesthat you mid as -business-and,consumersre.
en the independentsystemoperator POW~heworld koows we 11 makeup can walk awayfrom and let take spond to higher pi ices by finding
PJM from anetworkof neighboring that ener - shortfall somewhere”- careof itself. You needa central ways to conservepower and limit
statesthatcouldtransmitpowereas said S en~Gerber directorof set authorityto makesureii doesnI all useduringpeakpei iods
ily to one anothercreatmga grid tl eatsat theI S 0 Peoplego in comecrashingdowii Somebusinessesandtheoccasion

- third in sizebehindtheentiretrans- a~’maketheir bids knowing we’re - Iii Wisconsin, ratherthan having al resideAtia!customerhavesettip -
~ilsSion systemsof France and of not going to shut the lights off We linkswith their utilities to respondto

V haveno choice. -turning down lights or allowing Sir-
V conditioiiing to shut dpwn briefly

when a computermessageinforms -
themof price~pikes.Sofar,.however,
suchoperationsare~rare.

“Untilcoissurnerscanseeandre-
- spondto real-timeprices,pricecaps-

will remaina necessaryevil,” Mr.
Borensteinsaid.“Thedirty secretof
restructuring is that it j5 replacing
old forms V of regulation with - new
ones.” - -


